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___________________
Incoming letter dated May 29 2009

Capitalized terms in this letter have the same meaning as in your letter

Based on the facts and representations in your letter but without necessarily

concurring in your analysis the Division will not recommend enforcement action to the

Commission if without registration under the Securities Act or compliance with Rule

144 thereunder and from Legal Day One through the applicable Relief Period the

Morgan Stanley Parties the Citigroup Parties and MSSB sell securities on principal

trading basis or through customer accounts over which they respectively exercise

investment discretion in the manner and subject to the limitations described in your

letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

This position is based on the facts and representations made to the Division in

your letter Any different facts or conditions might require the Division to reach

different conclusion This response expresses the Divisions position on enforcement

action only and does not express any legal conclusion on the question presented

Sincerely

Thomas Kim

Chief Counsel and Associate Director
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C 20549

May 29 2009

Mail Stop 4546

John Utzschneider

Bingham McCutchen LLP

One Federal Street

Boston MA 02110-1726

Re Morgan Stanley Smith Barney LLC

Dear Mr Utzschneider

In regard to your letter of May 29 2009 our response thereto is attached

to the enclosed photocopy of your correspondence By doing this we avoid

having to recite or summarize the facts set forth in your letter

Thomas Kim

Chief Counsel Associate Director

DIVISION OF
CORPORATION FINANCE
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John It tJtzschneider

Direct Phone 6179L82
Direct Fax 61t.95 L8136

johnuIzschnderbingham.com

May 29 2009

Division of Corporation Finane

O1TheoftheehefCount

Securities and txchange Commission

100 Street N.E

Washington bC204

Re Morgan Stàt Sfl$tbBflij7 RCUeS.t or.$Actiin
Positin eetion .5 uIe 144

Ladies and Gentlemen

ky

ILP

This letter contains cei in requests for temporary relief Ofl behalf of Morgan

Stanley Sm ith Barney LC MSSB1 and its two ultimate parents Morgan Stanley

Morgan Stanley and together with its affihates other than Holdings as defined

bdow M$SB and other direct and indirect subsidiaries of Holdings the Mcrgn
and Cthgroup Inc iigroup and together with its affihates other

than Holdings MSSB andothcrdheet ind indirect stibsIdiaries oflkildingsthe

Cifigroup Parties Specifically the purpose of this letter is to request that the Staff

the Staff of the Division of Corporation Finance of the Securities and Ecbange
Commissionthe Qonimisaj or theQconfirm that it would not recommend to

the Commission that it take enforcement aetion against MSS.B the Morgan Stanley

Parties or Citigroup Parties if without registration under Section ctc Sof the

Securities Act of 1933 as amended the lecunnes Act or compliance wtth R.uk 144

thereunder ffjj44 such patties tetuporardy sell secuntics on principal trading

basis for.discretlo1 ö.accoimts on tbebassdescribed below

.ToptGvkl..you with neceasary hackgroun PartT of thisiefter provides an

overYlewf the forinafi andstructureofMSS13 Pirt.lt provides discussion of the

As discussedmurther below the busInesses being contributed to the joint venture will

fricludecertnjrinontJ.S affiliates which will be separate su1sidiariesof Holdings as
defined bólo For purposes of this discussion MB will include Holdings and such

affi hates notwithstanding the fact that such affiliates technically will be separate

ubsidiies of Holdings

cdent1.TreatmentRequued by MS5I3 Morgan Stanky Ctigmup 001

Ai729ci61s
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management and structure of MSSB expected to be in place oi the ºkthig of the

traction Part III provides temporaiy proposal for relief and Part IV provides

rationale therefon Part \f sununanzes the rntentions fbr effecting transactions under

Rule 144.afterthe need for requested rlief has pasied and Part VI summarizes the

tliefsoughtiæthki

Deacnptipu MSSB and the Transaction CreaflnE MSSB

MSSB is Delaware limited liability crnpany toimed Eebmary 2009 At
membership interests at MSSB are owned by Morgan tanlcy Smith Barney Holdmgs

LLC Delaware limited liability ..

Holdings and MSSB were formed pursuant to Joint Venture Contrthution and

Formation Agreement dated as of January 13 2009 the by

and between Citigroup and Morgan Stanley Pursuant to the Contribution Agreement and

subject the completion of Mflmtive hunted Jiththty eoinpany agreethent to be

entered mto atthe etosingCit1group and Morgall Stanley have agreed to contobute

certain assets arid businesses to MSSF3 The ntribntcd Busnesse With certarn

exceptions the Cingroup Contributed usnçses thSB ChanneF include Citigroups

retail brokerage and fiiturei business operating under the name smith Barricy in the

United States and Australia and under the pameQiuiter in the United Kingdom Ireland

and the Channel Islands With cedaiti exceptions the Morgan Stanley Contributed

Businesses the MS Channel and collectively with the SB Channel the Channel
include Morgan Stanleys Global Wealth Manageiueiitlhusiness arid its private wealth

management a.ôrldwide.b.asis hthe.Uthed the Cltigróup

Contributed l3ustnesses are conducted principally witlun Citigioup Olobal Markets Inc

Citigroap subsidiary and the Morgan Stanley Contributed Businesus are

conducted within Morgan Stanley Co Iàpotate4 Moian Stanley

subsidiary The primary business ci MS$13 will be rimiti brokerage and prtvate wealth

management Although MSSB through the MS Chanriel 45 defined in the paragraph

below sill engage in limited aitiount of principal trading through the MS Channel

which may Implicate Rule 144 such trading is expected to be tnostlt for tMpurpose of

facilitating customers and is expected to represent relatweb small portion of its overall

activities The institutional businesses of MS and CGMI such as underwriting advising

on mergers and acquisirions.and iiistftutibnÆi and pry tradingand undàrw

will remain in MS arid COMI and are not being .coritributedto MSSB

The MS Channel employs full time 1bed income fltrading buines collectively

the Lk Desk mamntamn pdprietaiy inventory for cheat trade facilitation and

for proprietary trading pUTiOSeS

Confidmmial Ttatment Rquld yMS513
A/729
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It is the intention of Citigroup and Morgan Stanley that following the closing of

th transaction the Contributed Businesses currently conducted by COMI and MS in the

United States will be conducted by MSS13 substantially the same fashion with ceran
limited modifications he closing of the Wansaction is cpected to oeur as of May
2009 the jnjte.and.June 2009 is the target.first dayôf MSSB operIins

Legal Day Onc MSSI3s business will be carried out by approximately 20 000

financial advisors in the Uiiited$tates whose registrations will be transferred MSSI3
For Legal Day Orte due to the size and complexity of the combined entity MSSI3

intends to make as fw changes as.pssible to legacy organizational operational and

supervisory structures as they currently exist in COMI and MS Mosl sgnifieantiy for

certain period of time the US qistomers of the SB Channel will continue to have their

transact ionsCleared through and have their customCr accounts custodied and carrie4 by
CMI and customers of the MS Channel will continue to have their transactions

cleareithroughandivetheucustomer accounts custodied and earned by MS As part

of..thisdearing fundian The services to be provided by MS and COMI wilUitciude

cleanng and settling securities transactions proiidmg trade confirmations and customer

statements and performing certam cashienng functions custody services and related

servics number ot functions including regulatory compliance and supervisory areas

will be coordinated and aligned and others wilt be centralized .pursuantto umbrella

programs and policies that will overlay the legacy programs and polices of the two

Channels Over time and fol lowing the parties applicable Relief Periods as defined in

Part IILC below it is expected that tl-ie two Charineis will be integrated into one

operation and that ultimatcly .MSSL3 will become fully selflearing and custody and

carry its own custon accounts

At the ciose orthe transaction through various subsidiaries Morgan Stanley will

own5 1% of Holdings and Citigroup will Own 49% of Holding Astioted th
Contributed Busmesses will include certain additional non4i affiliates oi Morgan
Stanley and Citigroup all of whose holdings in SEC-registered securities will need to be

takeil into account far Rule 144 purposes

Holdings will be manged by board Of directors consisting of four Morgan

Stinlcy designees two Ci1igro.updsignees nd the senior-most
operating exe ..utiye of

Holdings subject certain requireznent Board decisions will.be.madeOr delegated to

Holdings management majority vOte provided that each of Mwan Stanky and

Citigroup will have veto rights with
respect to certain matters

Morgan Stanley will be provided wfli certain etill rights exercis..bletbllowing

the third fourth and fifth anniversaries of the closing or upon changO in control of

Citigroup which ultimately may gise Morgan Stanley Lull control of Holdmgs Citigroup

will be provided certain put rghtsexercisable upon change in control of Morgan

Stanley or under.certain circumstances following the shth anniversary of th closing

l3oth Morgan Stanley and Citigroup will be subject to certain resttjaris on transfçrs of

interests in Holdings and on operating acquiring or holding entitie that engage ip certain

CotidntiaI Tnaimcai Requcinilb MSSBMcirgui Sianky and Citi5up

M72999IS
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restneted bnstnesseL Each wit have utoiriai regtittation nghts from the earlier of an

IPOaiid the sixth afl versary of etosing

Priorto and followingthe closing MSSL3 wilt workto.integratethe frmtion

iecbnology 11 systems of both Channels Due to the massive scale the joint

venture however creating an integrated IT system from the COMI and MS legacy IT

systems wifl require eclensive changes to multiple systems covering range of busmess

uses and multiple client communtuitions and for some time there will be both product

data and yscdiouance

IL Maæagefl.t and SftücturŁof $j3

rnm.o ...oftgJJOne

As f.Lil Day Oil the MSSB cx utivemanagomànt team is eçp..ted to be

in place Mostinembers of the MSSB executivernanagemeutteamwfti be employed full

time by and will provide all qfthtr prolssionat serb Ices to MSSB However in some
insliwces certain mem hers of the team will have additional responsibilities at their

respective legacy employers at least through the tranaifton period James Ciorman the

Chamnan and CEO of MSSB wilt Continue to be an executive of Morgan Stanle

l4kew1se cettain oIlier members of MSS 13 nianagelnent will retain

respousthilities at Morgan Stanley in adnunistratwe functions meluding operations IT
human resources and legal However itis not currently anticipated that any of these

people will be involved in directing e1ecting or recommending trans4etions in securities

orsonngsecunties on behaLf of MSSB or its customers There will be othetMSSl3

people who may have ongoing responsibilities at Morgan Stanley and/or who will be

In%ohed in directing the voting and investment of securities at MSSR However in light

of the tpti.ns Etobe implemented See Information Ikirriers.below..MSSBand

Morgan Stanley will not share information about their respetivc customers trading or

their proprietary trading eAcept as necessaiy to indicate the existence of inventory or to

facilitate an MSSB trade In addttion in order to satisf various Financial Industiy

Regulatory Authority requireintints regarding review of teseareh distnbutxt and

marketing materials created by MSSB there may be limited number of employees of

the Citigroup and Morgan Stanley affiliated broker-dealers who will be dually-registered

with MSSBThracertairi period

Confl4nuaI1aimntReqtedby MSSIi Morgai yandCkgmp iXI4
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Integration 4fforts Date 17 Managernef an4 Omcr

As discussedfuiiher herein the intógration the IT systemsis very extensive

and difficult undertaking that will take tuontha to coniplete Likewise integrating the

two Channels employeei facilities and other systems will be challenging Physical

space will beintegratedaftetLegai UnyOlic only sleases expfre ai$ the business

rationale favors ombimng facthtjes Systems othtr than the IT ysteins wilt be

integrated only as necessary to appropriat1y account for MSSI3s operations Executwc

elanagement of MSSB will share space in %Vestohester County New York as of Legs
Day One However generally employees will continue to wurk in the ciffice in which

they currently work and on th systems on which they currently work The integration

process will be gradual and will take 12-24 months to complete With few eceptioits
until the endof Rillef Periôds..for both parties the two CbartnØlswill cotitirme toperàte

indepeidntly.

Voriaod1rntIsisfir MSSB During iheRelief Periods

gandlnvestrjentthsretioji within the MS Chajj

Within the MS Channel tbe methodology for voting and investment decisions is

as kiliows

.0 For en ZoniŁrac tverwhjdr.theMS Chhretionaiy
aurhoriy MS Chaitnel representatives make independent investmeiit

decisions for customer accounts over which they have been granted

discretionary authority by the customer hese decisions are made

independently by the ieprescntatwes themselves and are not coordinated

ainong the rópintatives MS Channel represintatives do not make

voting decisions with respe to discretionary customer accounts

Rather the MS Chnnel transtrs discretionary voting authQnty to third

party proxy advisory firms RiskMetrics which vote the aecririties

based on their own voting recotnmendations En rare instances an MS
Cbnnel voting committee may override the proxy advisory firm

voting

recommendation or make the votmg decision when the proxy advisory

tim has no recOmmendatiOi This same process applies to non

discretionat customer accounts where the customer requests that the MS
Channel as client service matter vote proxies on hthalf of the

eustomer

For MS e1thdpiy nw gedqcc programs The MS
Channel is not granted discretionary authority over third-party managed
auounls either with respect to investment decrsins or voting Rather

MS Channel eustomerc grant voting and Investment dtsretron to the

third-party manager of the account Acvorthngly the third-party manager

CodrnaI Trearmxkqueted by MSSi3Mor Stalcyau.tCirigrtup -0115

1q29%611 18
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makes voting and investment dkiOns for the customers i6these

managed accounts

Withmnthe SBChaanel theniethodology fovthig.arlinvestmentdeoisions is

sithilar

For ciwmer accounts over which the SB Channel has discreuinary

authwwy he SB Channel has personnel who develop seofor allocation

targets which are their shared with individual financial tidvlsors or are

Incorporated into investment advisoiy accounts Fstdiscietioaary
accounts the financial advisors make inve tdecisions.giiided by the

recommendations of Citigroup rcsearch lar investment advisory

programs winch include sset allocation features the financial athisem

assist clients in choosing an asset allocation model which is coinpiisd of

mutual funds exchange4raded hinds or separatel3 managed
accounts managed by third

party manager in some cases the

financial advisors may choose such mutul ftmds CITs or separately

managed aeoünts The SB Channel gtherafty.nkà voting dccisiqns

for customers according to the recommendations of third-party proxy

advisory firms RiskMetrics In relativtJy small number of cases

where such .firmsbave.conflicts.or otherwise tlnabkte proVIde

tecommendations voting decisions made by committee of

employees Gf the SB ChanneL

ahfrd...iumsThe SB

Channel delegates the discretionary authority thaf it is granted by the

customers third-party managers who make
voting and investment

decisions for the customers in these nanaged accounts

As is evident the two Channels have their own separate processes for making

voting and investment deevion and where their own representatwes are actually

exercising discretionary authority these decisions.ae.based..on independent factors

These processes will generally stay in place after Legal Day One and through the parties

applicable Rebel Periods and ambmned with the other facts set forth in tins letter

minimize concerns rqgardng the sharing of information and coordinated investment and

voting decisions While empkyees of each Channel at the sior 1vels may Interact

from time to time investment and voting decisions are not made amid would not be

eoordinaed.at.this leveL

nfomlIarrlers

Codniia1 TTcau RqustedbyM5Si Mora Stanky Wili5roup -.006
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CQmrncncmg at Legi ay One MSSB Morgan Stanle and Citigroup will

tiwitain rnforinatiii barriers to protect their respective eustmers Cradin information

Morgan Stanley and Citigiup will not share mfortnatton about their customers trading

with M8$13 nor will they share with MSSB mformation ahout their proprietary trading

except as itecessaryto idicat.thoIdstence of inventory or to litcilitate. an .MSSE

trade MSSI3 will not share inforniation with Morgan Stanley or Citigroupabout its

trading except as necessary to execute trade through MS or COMI Morgan Stanley

and Citigroup will notshareinformation about their pending investment banking or

mergers and acqJisition traisactiöns with MSSB except Ic the e9eut MSSB Is

participating with one or both firms in dritribution of securities or as necessary to

enforce statutory trading restiiionssuch as the tnder offer rules Although

M5813 will not maintain fbratai mforinationbarnerslctween the MS Channel aiL the SB

Channel we note that during the parties applicable fiebef Periods registered

representative in the SI Channel will not have computer systemsaccesLto eustomCr

positions and trading infoiniation in the MS Channel and registered rcpresentattve in

the MS Channel will not have computer systems access to customer positions and trading

information in the SB Channel During the parties applicable Relief Periods customer

trades in the MS Chaniel will be cleared.through an4 custodlØd at MS and eutomer
trades in the 513 Channel will be cleared through and custodied at COMI. As a.result

Morgan Stanley and Ciugroup believe that itis unlikely that registered representatives

and customers in the twO separate Chiumels will have any practical. ability to coordinate

trading ofsecurilies

In addition to the infonnation barriers described above for variety of Legal and

compliance reasons itigroup will impleffient information barriers between it and MSS13

on Legal Day One designed to permit the postholls slid activities of MSSI3 and Cdigrnup

nt to be atfrib ted to one another tbr the purpOsesofSedtions.13 add 16.Ealiri Rule 14Ø5

in accordance with the SECs disaggregation guidance in its Release Na 34-39S3t

Jen 1998

Jjj Proposal for Relief for LeEal Day One

jfrthc.tjon

Rule.144 creates uafe bathor from the definition of nderwth in.Seetiau

2aXl of the Securities Act person satisfying the applicable coudiuoiis of the Rule

144 safe harbor in connection with sale of securities is deemed not to be engaged in

distribution of such securities and therefore nt an underwriter for purposes of Section

2aXl On of the deteæuinations that routinely needs tobØ made in.Łonnectiori with

Rule 144 is that of affiliate status whether particular persou is an affiliate of an

isuer pursuant to Rule 44aX Rule 144aXI defines an affilntte of an issuer as

person that directly or indirectly through one or tore intermediaries controls or is

controlled by oris undCr common control with such issuei Rule I44aX2 provides that

the term ieuon when used with reference to person for whose accounts securities ate

CdaTiaeniReqtatcdby MSSB.Morgan Stanley andCiligrotip 007bhrn
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to be sold in reliance upon Rule i44 includes in addition to such person any corporation

or other organlz4uon in whith such
person is the beneficial owner of tien pereent or more

of the equity interest

Each of the Morgan Stanley Parties the Citigroup Parties and MSSB will hold

securiLies including in some restricted securitieŁ of iaribus sstrdrs on principal

basis and through discretionary customer accounts the parties will omp1y with the

conditions of the Rule 144 safe harbor as modifled ty the Prnpoia1fir Tenporary kehef

below when ntenng into transactions with respect to such securities As discussed

below we are only requcstng rehef fbr temporary period until no later than September

30 2O9
..

.....

13

During the applicable Relief Period each of the Morgan Stanley Parties and the

Citigroup Parties as applicable vill Continue their respective current position momtonng
policies procedures and practices br pnrposes of Rule 144 Each of the Morgan Stanley

Parties and the Citigroup Patties will
aggregate the securities managed and/or

beneialb owned by the portion of MSSB that was contributed by such party That is

for example the Morgan Stanley Patties wttl aggregale their holdings with those of the

MS Channel for purposes of Rule 144 aflThate detennitiations ffthate
Determmations and any application

of the volunto hmiations set fotth in Rule 144e
and the Citigroup Patties Will aggregate their Ioldmgs with

those of the SB Channel lbr purposes of Affiliate tetenuinations and any Volume
Linutauowi During it applicable Relief Friod neither the Morgan Stanley Patties nor
the

Citigroup Parties will aggregate their
positions with MSSI3 as whole for purposes of

Affll late Dterminntions or Volume LiinitÆtionnorwili ..MSSB separately inak oany
Affiliate Deternimanons or track Vlute Limitations the MS Channel is currently

monitored and reported.on.an..aggregated basis with MS and the SBChatmet is currently

monitored and reported on an aggregated basis with Citigroup There are dedicated

groupi for each parent charged with monitoring and reporting its positionS and these

groups will continue to do such monitoring and reporting for each parents respective

Channel dtzringth4iarties aplicbkRciiefPedods

In the event that cithet the Morgan Stanley Partme or the Citigroup Parties are

required to lile any Forms 144 during their applicable Relief Petiod the reIe%ant parties

will idd footnote disclosure disclosmg their relationship with MSSB In addition during

their applicable Relict Periods once either the Morgan Stanley Parties or the Citigroup

Parties determine that they are required to file Form 144 they will mctude in such

fotnotc disclosure.thc portion.of the lioldings.that is.atttibutÆble to.MSSB By way of

CoidcniI hnentftcqndby MssS Mori ydCitigoup O8
I72999664I
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exaple if the Citigreup Parties wore to file Porm 144 to repoIcirestricted
secuntie within the meaning ot Rule l44 they would include footnote disciosure

indicating that Citigroup owns 49% ot MSSB and the amount of the saie being made by

the$B Channel 5j
RdifPerkWt

Given thea different IT ystenis and
respective levels of ownership in MSSB

Morgan Stanley and Citigroup have difteretn timetables for resolving Their respective iT

challenges in order to be in position to aggregate with MSB and to disaggregate from

MSSB Morgan Stanley may be able to completely aggregate Its position monitoring and

reporting system with MSSI3 on Legal Dy One but in any event expcctr to be able to do

so no later than September 30k 2009 Citigroup expects to be aWe to completely

aggregate its position monitoring and
reporting system with MSSI3 by September 30

2009 Morgan Stanh and Citigroup expect to be able to completely disaggregate their

po1t1on monitoruig and
reporting from MSSB by September 30 2009 Accordmgly the

parties request that the SalT
grant temporary relief to allow each oftheMcrgan Stall.ley

Parties the Citigroup Parties and MSSB to sefl securities on principal trading basis or

for
discretionary eustomCr accounl withont registration under Section or compliance

th kute 144 on the basis described above in Pmprnal fat Thmparaty Re1iefthrough

each partys ppl ieReliefPerkd

Wenotethatwbile mt ..Ætiocan be.dte iriOdnianuallyby each party with

respçc to an iadividuaJ security for left a.reporting threshold hasbenexceeded and

tiling is being made neither party currently has the ability to monitor on at ongoing and

daily basis the securit1e held by the portion of MSSI contributed by the other party in

order to determine whether
reporting threshold has been reached on an aggregated

basi See TOaI1enge below

With respect to this anticipated inning Morgan Stanley is cun-entty rece1ving4 daily

test feed from Cingrciup which
reports positions in securities within the SB Channel

Morgan Stanley is in the process of adapting its lTsystenis to read this feed and to

aggregate the position information with Its own position mfonnatien and that of the MS
Channel Citigroup ninilarly receiving test feed from Morgan Stanley which will

enable it to report psitions in securities withhi the MS Channel The.imp
these feeds is in progiess and will be completed by the end of the parties nppkcabk
Relief Periods at whah tune the positions within the two Channels of MSSB will a1s be

ableto be combined froin an IT perspective

onti4aiTtcatnhiatRcqjisted.by MSSII MQrgan Sianley atitCitirup

A/flii%6oIs
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Either Morean Stank or Citiroup ma be in pustion to aggregate its position

monkwimt and ic enable compliance iih Rule 144 on bask whkh rio longer requires

relid earlier than the other andor earlier than MSSU If Moran Stanley or Citiuoup is

able to aggregate its position monitoring and reporting %%ith MSSB or if both are able to

dkagrcunie their position monitoring and reporting From MSS1 earlier than Sepccnber

30 2009 in each case such party will notify the Stall in riting

Fhis request for relief is limited as follovs

ii the relict %ouId be temporary and for the Morgan Stanley Parties and

the ii iuroup Parties wou ki not extend pus the earlier of the date on

which Moruan Stanley or Citiuroup as the ease may be can aggregate its

position monitoring and reporting ith MSSB or September 30
7009 and for MSSH would not extend past the earlier of the date on

which each of Morgan Stanley and Citigroup can disaggregate its

poitiofl monitoring and reporting From MSSB or September 30

2009 in each case such period is referred to as the applcablc Jl
PeriLd for such lart

ii for
purposes

of Section amid Rule 144 the use of the temporary

zireatioii method described above would he limited to Affiliate

1eierminations and Volume imitations

iii the relief ould be limited to transactions in hid the Morgan Stanle

Parties the titigroup Parties or MSSR would be selling on principal

trading basis or through accounts over which the Morgan Stanley Parties

the citigroup Parties or MSSB exercise aves1ment discretion

iv the relief would not extend to situations where either the Morgan Srankv

Parties tIme Citigroup Parties or MSSE3 as applicable is actinu as an

underwriter in an underwritten oflering of the securities at issue and

the rehiclwould not apply in Situations here the Morgan Sumlcy

Parties the itiroup Parties and MSSB ha actual knowledge ith

actual kmio ledge by the Morgan Stammkv Parties or the Citiroup Parties

of mmiership positions by the other and its Channel to he based for this

purpose solely on ownership positions disclosed by the other party in

Schedules 31 and 13i likd with the Commission under Section of

the Securities Fxchante Act of 1931 as amended Exchang Act
that the Morgan Stanley Parties or the Cit igroup Parties combined with

15513 beneficially own ithin the meaning of Rule 113 under the

hxchange At securities in excess of the applicable thresholds used by

the Morgan Stanley larties or the itigroup Pariic as applicable for

their determinations ofafliliatc status br purposes
of Rule 144 without

reference to the relict requested in this kiter

1limiflt R.c MSSI1
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In addition we hereby contirm that none of the Morgan Stank Parties the

Ctugroup Parties or MSSR is tequesting interpretati guidance ith respect to the

IefThitions of affiliate and person tinder Rule 144

Pt Rationale for Requested Relief

We belie he IIIo ing arguments support the request tir reIiet

Ru.jiirt Pocw1I on Iui Ruthr 1iia Priinipai it/iL

1eeausc itigroup is not ntribuiing principal trading business to MSSR and

Morgan Sanle is cmributiugust small principal uading business the primar

buiacs of MSSB ill he retail brokerage and orivale wealth management and the

majority of
positions arc in customer accounts the majorit of which are non

diieretionarv Althnigh MSSE3 tt ill engage in limited amount of principat trading

expected to be kr the
purpose

of thcihitating customcis such trading is expected to

represent relativc small portion of its crall activities As result Morgan Stank

citigroup expect that on its otn MSSI3 ilI very rarely ifcvr at the early stages

at its business reach threshold ofsecurit oonership that ould result in it being

.ieterm med to he art fijI late ot the applicable isiier for purposes of Rule 11.1

Likevt ise due the nature of MSSWs primary business do not belic hat

he ast mnajoritt of transactions etlected MSSI3 either transactions ith respect to

customer accounts or principal trading primarily to facilitate customer accounts are the

vpe of transact ions that v.cre intended to be covered by the delinition ofuuderriter

ithin the meanine of Section 2a 11 of time Securities Act

Furilu rs PzthIi Pu/icr hjeethc

Absent the requested rciIct ii is possible that the transaction wiU not be able to

ksc antil the El stems arc developed to permit aggregation of information required to

be disclosed lott ever the importance ol the siti and successful completion ofitc

enture in he current market cn ironment cannot be underestimated We believe

that the monitoring and reporting Umallenges faced by the proposed joint dflttrc are

unique and pih unprecedented We also believe that given the reasonable

alternati cportuig proposal contained in this letter the balance of puhik interest

cighs in fa or oigranting the limited and temporar requested reliell ithout hich the

losnm ofthe transactian tould ha to be dela ed

We note that to the exteat an cutumncr of MSSU are themscit es afflhiaie of the applicable

ssuer wcex pect that MSSBs procedures ill require that cutomers conmrm compliance with

ttL 143

iiiait ISSI4 \tiran limkv hi _lmIratmt
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First the current Financial crisis creates special need Lbr urgency to close the

enture transaction he transaction will provide certainty at time when investorco is rik and conlidence is low Customers of the to firms would he provided

arauce of the finure structure of their securities firm when many are struggling with

Iuoiamenial questions of whom they can trast with their finances and turn to fr advice

Second the joint venture structure proposed .iugroup and Morian Stanley is

unusuaL Most transactions invohf jug changes ofownership of hroker dealer arc simple

acquisitions not requiring the merger of Iwo retail operations with ongoing arrangements
with to legacy linns These ongoing arrangements with the legacy tirms create special

cwnplicauons in complying with Rule 144 Moreover the sharing of legacy firm

ownership data that is required to perform this aggregation raises significant ongoing

rLsmess concerns fur the kac firms businesses that are nut contributed to MSSI3
rarticularI Ir Uitiroup which does not have

maiiagenient
control over MSSL3 Not on1y

taee
unique monitoring and reporting challenees not are in most transactions as

ncued further in We next paraeraph thc also are more challengine in this transaction

ISSLIe more cummoiilv raised

Fliird the scale of the Joint enture is unusuall large touching more than IC

million customer accounts and
creating technological challenges or immense scope For

MSSI3 Morgan Stanley and Citigroup to respond to the tesulting disclosure challenges

the must make extensive changes to multiple systems covering range of monitoring

tid business uses Given their scale temporary manual fixes tm address these problems

are not practicable and would not result in accurate information being consistentl

arovided in timei manner to the public he scope of these svstenis changes is perhaps

1lrecedented for comhiiiation of retail operations

Fourth despite the stgniticant challenges posed by the scope of these systems

changes MSSB Morgan Stanley and .itigroup are committed to implcmdntui9 the

changes in timely and comprehensive maumier Therefore the requested relict is to last

only lbr the rciatiel short interim period until such implementation is coniplete so that

customers and the market may receive the benefit of ccrtumty provided by closing the

transaction as soon as possible The requested reliel will allow time parties to close the

transaction more quickly and is appropriate and in the public interest given the current

iuancial market turmoil

See FC cu- ijII /.icr Her .tIqctt ciovcrnmeni Eizaimc 1e1 5eeIiu Jirdi /rfziJu .en 20m %vhich wa.s trmnted in pU1 riased on the nitd mndomns

.hernnlerts Iepoe to the international financial crisis

ttiiai fl LtL kid bc iar.k and Citiii.Jp 112
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In vie ot tIi Inucual structure of the joint venture transaction the scale ofihe

oint venture the l1assive resulting stems changes the urgein need to provide certainl\

ii customers and the turmoil in the financial markets believe that ii should be

posiblc For the StafI to provide relief in this situation without creating precedent thai

ma be used others shere the exigent circumstances present here do not exist

\loreo er we belic that the provision of relief in this circumstance will benetit

amJ the public and %il not be contrar to the Commissions investor protection

iw idat

UThIIfl.1ffifl of i/ij/j1/ /Lulolorv ktgiuws

Fach ol Morgan Stanley and Citigroup is subject to disclosure interest regimes

gLball with eatJ liavin its own requirements and standards tr global moilitoririg and

reporting coi-dinglv imnitorine and reporting on gtobai level ilt
require an II

.tent that ill work eftxtietv on globai basis and implementing this sStcTn will

take lime

Iia/hiigcs

From practical standpoint ii may be dillicuit For Morgan Stanley and Citigroup

resolve the 11 integration challenges prior to or immediately after closing the

tansaction such that the and MSSB ma eIicIiely monitor and trade ositions Ill the

manner required to sell securities on principal trading basis or For discretionar

customer accounts under Rule l44 on Legal Day One As noted above there ill he

nit sork involved integrating the \ISSB data 11110 two companies Ii sySteniS

and in the meantime there will be substantial product data and system dissonance liiat

said the tvo iirms are making diligent eliorts and have project learns in place to achieve

uIficient IT nitettration as soon as practicable to be able to comply with disclosure

reu lations and maintain the cor%lidcntialitv sensitive ownership data witllout ilceding

implement onerous inaiiual sc.ilutions Fo date each ot MS and Citigroup have

exchanged data feeds cit their reporting positions that will be contributed to MSSR on

Legal Day One and the parties arc working with these feeds as described in Note above

ever the parties expect the integration issues for the IT systems that are relevant to

nosilion reporting it be resolved gradually over ls months itli goal olcompkte

ntcratton September 30 20$

Lach of the hrnts has project plan with clean defined IT milestones and

goals and which sets OUt tile steps that have been taken and the steps that remain to be

taken osard complete integration

ho tile estent that tile systems are not integrated as neccssar to facilitate

coinpi iance Legal Day One manual workarounds would be the only possible solution

absent reliell lowever the unprecedented scale of MSSBs brokerage operations Illakes

sudi manual orkarourids impractical and any form of manual orkarotind in very

iage organizations raises sigifflicant concerns regardiniz the reliability II data and the

.n ttti rs.dnleltt jcud 551 Mir..tin Stank .iiil ii

its
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resulting conclusions In addition preparing and implementing these manual

workarounds ould require signiticant IT work and ould ultimately distract and delay

the tirms respective 11 groups as well as their compliance personneL from their primary

ioaf ot FE integration and strict compliance with the rules in the near term

he IJIoc ni arc some ol the IT issues that ImiSt be resolved telore the

suesstili integration of the .\ISSB data into the Mor2an Stank and Citigroup IT

stenis for Afliliate lcterminations and any application of Volume 1._imitations

Oga.Tode1Diflerencc.s Morgan Stank and Citigroup use

dilThrent data models and L1ltmiatei capture their position data

ditThrentlv Morgan Stanley and Ciligroup are working together

to lincl common data model in order to process the positions

totcther Each iT system collects different information about

customer accounts and even where they collect the same

information the niav do so ditTerentlv complicating efforts to

deterinimic which data should be included in
reports and ho it

should be calculated

.ouistics jrsfcngthe Data Due to the sensitivity oIthe

data Morgan Stanley and Citigrcmup nnmst agree OTi secure

to transtlr and varehnuse crossfirm information to ensure that

con lidential information is not disclosed AIthouh MortLan

Siank and itigroup have ditThrcnt loots available to do this

the must agree Upon standards to he implemented on both sides

in order to begin automated transmissions in secure manner
This elfort can take time ilone ot the parties needs to acquire

and install new took in order to support these requirements

Securities data identification issuc or many securities there

to common international security identifier This is particularl

the case for structured products and derivatie .here the

linkage heteen the derivathe and an underlying listed security

ma need to he manually established to ensure that firms

aggregate position data is accurate .\1organ Stanley and

it igroup use df icrerit methods of identifying these securitie iii

their rc.pccti databases As result there il he

LI is.repancies if the position data is ittegraI ed prematurely Fo

rcsol this issue translation table must he created to eliminate

the discrepancies before the Contrftiuted Businesses position

data rna be combined .1 he proees utcreating such table and

mapping the rele ant data from itiurtups systems to Morgan
Stanleys and vice versa ill he timeeonsunnng and diflicult
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As noted above the parties expect these various intcgration issues to he

rcso1 ed gradually over tº months with goal of complete integration by

epremhcr 30 2009

iemporarr 5oiulioii

and most notably the proposal foi Legal Day One is only temporari
solution proposed in the interest of

pros iding market tntnsparency under difi icult

circumstances It is not permanent and is merely meant to bridge the gap until the

integration issues fbr the IT systems that are relevant to Rule 44 are resolved \\ ith

respect to the Morgan Stanley Parties this may be by Legal Day One but could extend

unti September 30 2009 and with respect to the itigroup Parties and MSSB this is

expected to be by September 30 2009 of the Morgan Stanley Parties the

Cingroup Parties and \ISSB will sell securities on principal trading basis or for

discretionary customer accounts in compliance with Rule 144 as written as soon as such

party has the independent capability to do so or shortly thereafter As noted above either

Morgan Stanley or Citigroup may be in position to aggregate its position monitoring to

eiable compliance vith Rule 144 on basis which no longer requires rclief earlier than

the othc and.or earlier than MSSI3 If Morgan Stanley or Citigroup is able to aggregate

its position monitoring and reporting ith MSSI3 or if both parties ai able to

disaggregate their monitoring and reporting from MSSB earlier than September 30 2009
in cacti case such pai1 will notify the Staff in writing

intentions for Effectint Transactions Under Rule 144 following the Relief

Periods

Following the integration of the MSSB data into the Morgan Stanley and

Citigroup systems and the disaggregation of MSSB from Morgan Stanley and

Citigroup the parties will have the ability to sell eLurities on principal trading basis Of

for discretionary customer accounts in compliance with Rule 141

VI Relief Sought

In summary MSSB the Morgan Stanley Parties and the Citigroup Parties request
that the StatTof the Division of Corporation Finance confirm that it would not

recommend to the Commiion that it take enforcement action against MSSB the

Morgan Stanley Parties or the Citigroup Parties if without registration under Section of

the Securities Act or compliance with Rule 144 theteunder such parties temporarily sell

securities on principal trading basis or for discretionary customer accounts on the basis

described aboe This request for relief is subject to the limitations and

acknowledgements set forth in Part lIl above

thdeniat Tre.smm by MSSB Mnrn Sun1 andctwrup Of
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VII Conildential Treatment Request

As of the date of this letter the parties have not publicly dtsclosed certain inlbrmation

contained herein including their expectations regarding the closing date of the

transaction Public availability of this information could hae adverse consequences for

the parties For example an unexpected delay in the closing could be interpreted by

market participants as an indication that there are material difficulties with the joint

venture when none in fact exist Accordingly notice of this letter is also being sent to

the Office of Freedom of lnfiwmation and Privacy Act Operations of the Commission

and respectiiffl request that the Commission accord conlidential treatment to this

request and an ritten
response from the Staff thereto pursuant to 17 J.R 200.8

until the earlier of ii the losing Date and iithe date that is 120 dis from the date c4

the Stafls re.ponse this letter

Please contact Laurie Cerveny of Bingham McCutehcn LU at 617 95 18527
Mischa Travers of Davis Polk Wardwell at 650 752.2014 or the undersigned at the

above phone number to discuss any questions or comments to this letter

Si ucet ely yours

John It tisehucider

cc Michelle JrosehakoufMorgan Stanley

Anne oone Morgan Stanley

Rose .nne Richter Morgan Stanley

Dennine Butlard Morgan Stanley

Joyce Kramcr Morgan Stanley

Michelle Wilke Morgan Stanley

Beth McGinley Morgan Stanley

Mathias Kramer Morgan Stanley

Neal Sullivan l3ingham McCutchcn LLP
Amy krol Bingham MeCutchen 1.1

larth Callcott l3ingharn McCutchen U_P
Laurie Cerveny E3inghani McCutchen LP
Karvn Polak Citigroup Inc
\li Karshan Citigroup lnc

Craig Barrack Cidgroup Inc
Mischa Fravers .Davis Polk \Vardw cli

Lannv Schwarti Das is Polk Wardwell

ratrncn Rqttsied MSSU \1ran Slankv aiW 0111

Is


